Introduction
The Department for Work and Pensions (DWP) has today published the latest official statistics on household incomes, covering the financial year 2015-16. This briefing note summarises the headline trends observed in the new data and places them in historical context in order to understand better changes in living standards in recent years.
IFS research to be published in the summer will examine recent changes in living standards, poverty and inequality in greater detail.
A recent IFS analysis of trends in inequality over the last twenty years can be found here. The 1.4% growth was not statistically significant, and was slower than that recorded in 2014-15 -though this may (at least in part) be due to the data underlying the statistics showing a fall in the employment rate even though the larger Labour Force Survey showed an increase. As ever, limited weight should be placed on the precise changes measured in any single year of survey data.
The data does though show a clear growth in incomes over the two most recent years such that median income was 5% higher in 2015-16 than in 2013-14 . This is a welcome uptick relative to the recent past. Behind those averages, income growth has been much stronger for pensioners than for working-age adults. Median pensioner income rose by around 10% between 2007-08 and 2015-16, compared to almost no growth for working-age adults. The slight increase in the Gini coefficient in 2015-16 was driven by relatively strong income growth at the very top of the income distribution, which is often volatile. The increase in the Gini was not statistically significant. Income inequality remains somewhat below its pre-crisis level, at around the same level as it was 25 years ago, but much higher than it was 50 years ago, thanks to large increases in inequality during the 1980s. 38 1961 1963 1965 1967 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 The data record slight falls in absolute poverty rates overall, and among children and working-age adults, and a slight rise among pensioners. But all of these changes are small in magnitude and none is statistically significant. Absolute poverty is below pre-recession rates for each of the groups shown: particularly pensioners and children. This is largely because of income growth for low-income households between 2007-08 and 2009-10 (see above) .
Note though that this is an historically very slow rate of decline in absolute poverty, directly related to the very slow rate of growth in incomes at all points in the distribution. Overall, the relative poverty rate has remained roughly unchanged since the mid2000s, having fallen markedly through the late 1990s and early 2000s. The exception is relative pensioner poverty, which has continued to fall. Viewed in this historical context, the increases in relative poverty among children, pensioners and across the entire population observed over recent years are relatively small; the changes for 2015-16 are, again, not statistically significant.
However, recent IFS research (Hood and Waters (2017)) suggests the rise in relative child poverty, small as of yet, will continue over the second half of this decade, as cuts to working-age benefits act to reduce the incomes of low-income households with children. 
